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Ex.utive Summary

The Oregon Public Utility Commission (OrPUC) believes that its state certification

procedures do not act as barriers to entry. We continue to believe that the

Telecommunications Act of 1996 (the 1996 Act) gives states jurisdiction over issues

related to interconnection, unbundling, and the development ofcompetition, except for

those areas in which the FCC has specifically been delegated authority. In particular, we

respond to comments about setting pricing rules, arbitration procedures, LEC withdrawal

of services, and U S WEST's concerns about recent state ratemaking decisions.

States have made much more progress with respect to encouraging competitive

markets for local exchange service than the FCC has given them credit for. The FCC

should set rules only in the areas in which they are authorized to do so, and let states

continue unimpeded in their quest for competition in local exchange communications

markets.
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BEPORETBE

FEDERAL COMMUNICATIONS COMMISSION

Washington, D. C. 205!4

RECEIVED
.~ 30.

FCC MAIL R()()M

In the Matter of )
)

Implementation ofthe Local Competition )
)

Provisions in the Telecommunications Act )
)

of 1996. )

FCC 96-182

CC Docket No. 96-98

REPLY COMMENTS OF THE

OUGON PUBLIC UTILITY COMMISSION

The Oregon Public Utility Commission (OrPUC) has reviewed the initial

comments ofmany ofthe parties in this proceeding. We submit the following reply

comments.

1. State certiftcatioB preeedUreI are not a barrier to entry. (paraKrapb 220ftbe

NPRM)

In its initial comments, the Consumer Federation ofAmerica suggests that state

certification procedures are a barrier to entry. They present no concrete examples ofhow

certification procedures have acted as a barrier to entry in any state. We believe that
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Oregon's certification procedure is not a barrier to entry, but does act to protect

consumers from companies that are unable, for whatever reason, to deliver what they

promise to consumers.

Oregon has been certifying competitive carriers ever since its competitive provider

program began. See Oregon Revised Statutes (DRS) 759.020. It now has about 350

competitors providing various services to consumers. Three ofthese have been certified

to provide local exchange service. See DRS 759.050. An additional eight applications to

provide local exchange service are pending. If an application is not protested, an applicant

can be approved in one to two months. Applications that are protested will take longer,

but since we have already held extensive hearings to develop policy in this area, we

anticipate that the certification process will take less time in the future than it did for the

first three applicants. The sheer number ofapplications that have been approved, in a

relatively small state, is a testament to the fact that Oregon's certification process is not a

barrier to entry. See also the 1996 Act, sections 253(b) and 261(b).

2. This is not the proper forum in whieh to .ddress U S WEST's unh.ppiness with

reeent st.te ...u'.tory decisions. (P.ra....phslI4-188 of the NPRM)

U S WEST expresses concern about a recent Washington Utilities and

Transportation Commission decision (Initial Comments, page 9), which, it claims, sets

the cost oflocal service too low. It is not surprising that a regulated company and a state

commission disagree in this way, since, in most rate filings with state commissions, the
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company requests that rates be set at a certain level, and the state commission sets a

lower rate level than the one requested. The Orpuc staffhas a similar concern about

US WEST's rate levels, and is currently reviewing the matter. The FCC should not

interfere in our state ratemaking proceedings simply because a company believes that its

rates have been computed incorrectly. There are appropriate procedures to follow when

a company wishes to appeal a state commission decision. Using this docket is not one of

them.

U S WEST also expressed concern about allocating revenues from Yellow Pages

to the regulated company (Initial Comments, page 9). Contrary to US WEST, Inc.'s

suggestion, the FCC should not adopt any rule that preempts states from imputing

directory advertising revenues from the incumbent LEC's non-regulated affiliate to the

LEC's regulated telecommunications operations. (paragraphs 184-188 ofthe NPRM)

Prior to the breakup ofAT&T in 1984, the local Bell telephone companies

published alphabetical and classified telephone directories (white and yellow pages) and

distributed them within their service territories. The relationship between telephone

service and Yellow Pages advertising in the directories is symbiotic. The Yellow Pages

would be ofno value ifthe telephone network did not exist. The presence oftelephone

customers, and the use ofthe local telephone company's name and logo in directories,

increases the value ofYellow Pages advertising. ~,~, Mountain States Tel. & Tel. v.

~, 763 P2d 1020, 1027 (Colo. 1988). Thus, the value ofthe directories is connected

directly to the regulated operations ofthe telephone company. Accordingly, the

publication and distribution ofthese directories has been part of the local telephone
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company's service obligations, and the revenues from directory publishing and advertising

have been used to defray the utility's revenue requirement and maintain affordable local

telephone rates.

The AT&T divestiture resulted in directory operations remaining with the local

telephone companies. United States v. American Tel. and Tel. Co., 552 F Supp. 131, 194

(D.D.C. 1982). However, since that time, some ofthe Bell operating companies,

including US WEST Communications Company, have transferred their directory

operations to non-regulated affiliates in an attempt to divert the revenues and profits from

these operations to their stockholders rather than to their ratepayers. The states have

opposed such attempts to improperly appropriate these assets ofthe regulated telephone

companies and transfer them to non-regulated affiliates. See, U, Orpuc Order Nos.

89-1044 (Aug. 4, 1989) and 90-1457 (Sept. 27, 1990), copies ofwhich are attached

hereto as Attachments A and B, respectively.

Now, U S WEST, Inc., suggests that the FCC adopt a rule that preempts "[s]tate

imputations ofrevenues and costs from non-carrier activities (U, Directory Advertising)

* * *, II claiming that the utility should be allowed to divert the revenues and profits ofits

directory operations from its ratepayers to its stockholders for the purported purpose of

helping potential competitors compete in local telecommunication service markets.

(Comments ofU S WEST, Inc., page 9 (May 16, 1996).) US WEST's suggestion was

rejected recently by the Washington Utilities and Transportation Commission, which

stated:
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The Company araues that it is inappropriate to subsidize exchange rates in a
currently competitive market, and that the subsidy proposed by staffand Public
Counsel!TIlACER will stifle any potential competition. * * *We note [Public
Counsel witness] Mr. Brosch's comment that no competitor for local exchange
service has ever complained about imputation. We find that imputation is not
shown to affect adversely any competition for local exchange service, although
we commend USWC for being an advocate on behalfofpotential competition.
We reiterate that in any event we do not attribute imputed revenues to any
customer class.

In making this decision, we also consider the unchallenged fact that the vast
majority ofUSWC's 15 jurisdictions also impute directory revenues. We note
USWC's concession on brief that the matter was decided in a prior order. We
note (1) Mr. Brosch's testimony that US WEST Direct grossed approximately
a billion dollars and earned a return of205% in 1994, (2) his contention that for
Washington operations it earned 2298.10, and (3) his contention that US WEST
Direct's return on equity has exceeded 150% every year since 1989, when
publisher fees ended. We find that the segrepted US WEST Direct operation
did in fact earn substantially more than the authorized utility rate of return on its
investment.

We note that an integrated operation would consider those revenues from
ratepayers as part ofits operating income. Divesting that operation therefore
hurts ratepayers substantially, and should not be done unless protections are
in place for ratepayers. Here, imputation provides that protection.

Another analysis supports imputation, as well. The divestiture of a money
producing element ofintegrated operations so closely related to service without
a return benefit appears to have been manifestly imprudent. ~ wurC v. Puaet
Sound Power & Lipt Co., Docket Nos. 00-920433/920499/921262
(Consolidated), 19th Supp. Order (Sept., 1994). This adjustment could also be
supported on the basis of a prudence analysis.

Wyhjnaton Utilities and Tragaportation Commiuion v. U S WEST Communications.
~, Docket No. UT-950200, Fifteenth Supplemental Order, pages 40-41 (Aprilll,
1996).

To Orpuc's knowledge, no competitor for local exchange telecommunications

service has ever complained that Orpuc's imputation ofdirectory revenues and profits to
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incumbent LEes is anti-competitive. Such imputation is not inconsistent with the 1996

Act. See, e. g., the 1996 Act, sections 253(b), 254(i), 261(b), 601(cXl).

Moreover, in Oregon, U S WEST agreed "not to challenge, through legislation or

litigation, the Public Utility Commission ofOregon's * * * authority to impute 'yellow

pages' telephone directory revenues for ratemaking purposes * * * during the term ofthe

Alternative Form ofR.egulation Plan established in this Stipulation * * * and for five years

after the end ofthe Plan." (stipulation filed in OrPUC Docket No. UT 80, page 1). This

Plan was terminated by Orpuc effective May 1, 1996 (OrPUC Order No. 96-107

April 24, 1996).

3. Many states Rot lilted amoR, those the .FCC choH to recognize al haviR, made

progress toward eBcouraginl competitive markets bave now come forth describinl

the considerable progresl they have made in tbis area. (Paragrapbs 28-29 of the

NPRM)

In our initial comments, we listed several states that had approved applications for

local exchange service, which should be included in the list of states making progress

toward competition. Several additional states have come forward in their initial comments

in this proceeding, detailing progress that was ignored in the NPRM (page 4). These

include Alabama, Idaho, Indiana, Missouri, Montana, New Hampshire, New Mexico,

Oklahoma, South Dakota, Utah, Vermont, West Virginia, and Wyoming, all ofwhom

made electronic filings in this docket. A rulemaking to implement the 1996 Act has begun
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in Alaska, according to information on its Web page. Minnesota is considering three

filings requesting approval to provide local exchange service. On May 23, 1996, the

governor ofHawaii signed into law two administrative rules consistent with the 1996 Act

that cover competition in the local exchange. Between the states mentioned in the NPRM

and the states about which we now have more information, over 90 percent of the

population in the United States lives in states where competitive local exchange service is

actively being considered. While we have no information ourselves about the 10 states not

included here, it is likely that they, too, have taken some action either on their own or as a

result of the passage ofthe Act of 1996.

4. There caRnot be an adectuate record in tit. proceeding to make detailed decisions

about pricing, or ahout DlOit or the issues raised in the NPRM. (Section n. A. or the

NPRM)

We have already commented that specific rules in most areas are inappropriate

both because the FCC does not have the jurisdiction to issue them, and because it would

be poor public policy. Ifthe FCC decides to adopt general guidelines to assist the states,

the guidelines would have to be advisory only, and not mandatory. Pactel supports such

an approach. Citizens Utilities supports principle-driven guidelines rather than preemptive

ones (page 3). Other commenters, e.g., CFA, support more specific rules, especially in the

area ofpricing. Many commenters have suggested pricing models that could be used,

including the Hatfield Model, the Benchmark Cost Model, the Efficient Component
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Pricing Rule, and the Direct Cost of Supply Model. At least one commenter on each of

these models has pointed out flaws. A model that works well in one situation may

perform very poorly in another. The situations in which a given model performs poorly

are likely to have some similarity - e.g., the Benchmark Cost Model performs poorly for

small, high-cost companies. It underestimates their costs, so reliance on it for pricing

purposes would put them out ofbusiness. So, if the FCC were to select one ofthese

models and attempt to make it the national model, it is likely that one or more types of

companies would be systematically put at a disadvantage. This outcome is clearly

undesirable, and demonstrates the futility of attempting to set national pricing rules.

OrPUC's proceeding to develop pricing principles lasted several years. Cost

models are typically a source ofgreat contention in rate cases, involving complex

testimony, cross-examination, and intense scrutiny by the parties. The FCC cannot

reasonably perform this task in this short notice and comment period. Congress was wise,

indeed, to grant all authority over pricing to the states, who are much more capable of

taking into account company differences in costs and cost structure than a national model

ever could be. See Paragraphs 117 ff ofthe NPRM.

While we do not believe that the FCC has the authority to adopt pricing principles

for states to use, we offer our own pricing principles here as one set that states may wish

to consider as an option. The costs in the principles are forward-looking costs.

Orpuc's pricing principles, adopted in Order 93-1118, are:

1. LONG RUN Long Run implies a period long enough that all inputs are avoidable.

2. LEAST COST TECHNOLOGY Long Run Incremental Cost (LRIC) estimates

should reflect the overall least-cost technology for the network.
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3. COST CAUSATION Cost will be associated with a building block or group of

building blocks to the extent costs are incurred in offering the service in general (both

new and existing services) or providing additional service. Any difference in cost

between the overall least-cost technology and the least-cost technology for a major

function ofthe firm should be attributed to the building block or group ofbuilding

blocks that cause the selection ofthe overall least-cost technology.

4. NE1WOltK CONFIGURATION The current location of, or planned changes to,

existing network hubs and spokes will be used in cost estimation methods. Additionally,

facility cost estimates will be based on a complete replacement assumption, and will

reflect the overall least cost alternative as required by Cost Principle number two.

S. BUILDING BLOCK AND SER.VICE COSTS LRIC estimates will be developed at

the building block level. A building block is the smallest level ofnetworkfunctionality

thatfeasibly may be tariffed and offered as a service. The LRIC ofa building block

is based on the cost elements associatedwith networkfunctionality. The cost ofa

particular service is determined by combining the appropriate building block costs and

all other costs caused by the decision to offer the service (e.g., product management

for 800 service).

6. INCREMENT The concept ofLRIC is based upon an increment that is large enough

to capture all relevant changes in the total cost of the firm caused by the decision to

offer the service or provide the building block.

7. FACTORS AND LOADINGS In order to capture costs associated with the

provisioning ofa building block, factors and investment loadings should be used when
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costs cannot easily be identified directly. Factors and loadings consist ofannual cost

factors and investment loadings.

It is important to note that these principles were adopted in an environment that

recognizes jurisdictional separations. Common costs are not included in the cost estimates

developed using the seven cost principles. The Orpuc is currently reviewing the allocation

ofcommon costs. We expect to issue an order on that issue in the summer of 1996.

5. LEes sbould Rot be allowed to withdraw services wheR witIldrawai would cause

disruption to their customen, including their competiton. (Paragraph 175 of the

NPRM)

Several parties addressed this issue. Pactel argued that LECs should not be required

to provide services that are offered solely for the convenience oftheir competitors. The

U. S. Department ofJustice states that LECs should not be allowed to withdraw services

on a tactical basis to limit offerings that are economical ways for new entrants to provide

service to their customers. Further, it argues that it is appropriate for some services to be

"grandfathered", so that existing customers may continue to receive service, but new

customers will not be accepted. See Paragraph 175 ofthe NPRM.

In Oregon, U S WEST attempted to withdraw its existing Centrex service.

US WEST's proposal would have allowed existing customers to keep their service, but

limited the additional lines that would be available to the existing customers. No new

customers would have been served. The Department ofJustice summarizes some ofthis
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activity in a footnote, but the Oregon activity should be further clarified. The Orpuc staff

analysis ofthis proposal indicated that the limitation on new lines proposed for existing

customers would eventually have put those existing customers out ofbusiness. Orpuc

rejected U S WEST's proposal to withdraw this service. States need flexibility to deal

with the unique situations that might arise in this area, to ensure that LEC proposals that

would disadvantage competitors will not be approved. The many situations that might

arise cannot be adequately anticipated and handled by FCC rules.

6. COBIftSI meaRt for states to have ruB control over the arbitration procedures

they UIe, and for them to implement section 1S1 without any rules from the FCC.

(Section m A. of the NPRM)

Several parties SlIgest that the FCC should set certain guidelines for arbitration.

For example, the United States Telephone Association lists a number offeatures ofan

arbitration that they would like the FCC to adopt (page 115 fl). They would like final

offer arbitration to be a standard, and they would like third parties to be excluded from

arbitration. See Paragraph 264 ff ofthe NPRM.

Congress did not delegate authority over state arbitration proceedings to the FCC.

The FCC should not set rules to guide state arbitration proceedings. States anticipate

that, under the time frame for arbitration provided in section 252(b)(1) ofthe 1996 Act,

arbitration requests will be filed beginning in the latter half ofJune 1966. FCC rules

related to sections 251 and 252 are not due until August 1996. Indeed, it would be
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possible for an arbitration proceeding to be completed before the FCC rules are set, if

there are only one or two issues about which arbitration is requested. It should be

inferred, then, that states have authority over all of the issues they might need to deal with

in an arbitration proceeding. It is clear that Congress meant for states to carry out their

arbitration proceedings without FCC rules, since they planned for state activities to begin,

and possibly even be completed, before the deadline set for the FCC to promulgate its

rules. Furthermore, states are in a position to balance the interests ofLECs, competitive

providers, and telephone customers taking into account the variety ofregional

circumstances.

We hope that the FCC will take a leadership role in forging a partnership with

states to carry out the 1996 Act in a way that encourages competition while taking into

account the unique circumstances faced in the diverse regions ofthis nation.

Rog n, Chairman

p~~~.~~.~-'------
Ron Eachus, Commissioner

~~(J2
Joan Smith, Commissioner
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BEFORE THE PUBLIC UTILITY COMMISSION

A-S

OF OREGON

ATTACHMENT A

ORDER NO.

ENTERED

89-]044
AUG 4 1989

U1 54 (Supplemental)

In the Matter of the Investigation )
Under ORS 756.515 of the Applica- )
tion of PACIFIC NORTH~LST EE~L )
TELEPHONE COMPANY, for approval )
of agreements with U S WEST Direct,)
an Affiliated Interest. )

On January 3, 1989, Pacific Northwest Bell Telephone
Company, dba U S WEST Communications (PNB), filed a supplemen
tal application for extension of two of the contracts in this
docket with U S WEST Direct. Order No. 88-488 approved PNB
contracts for U S WEST Direct to publish directories and place
directories in public pay stations except as to the revenues
that would be credited to PNB as a result of the publication.
The 1987-88 Publishing Agreement expired by its terms on
December 31, 1988. This order is issued under ORS 756.515(4).

FINDINGS Qf FACT

At the April 17, 1989, public meeting, the
Commission·s Staff recommended denial of the PUblishing
Agreement as not being consistent with the public interest
and recommended conditional approval for the Public Pay
Station Agreement.

The Commission deferred a final decision regarding
PNB's request that the extension be approved. The Commission
requested counsel·s advice about the effect of its action
disapproving the extension of the publishing agreement.

On May 26, 1989, PNB attempted to withdraw the letter
extending the Publishing Agreement between PNB and U S WEST
Direct, leaving the letter extending the Public Pay Station
A~eements before the Commission. "

Counsel made its report at the May 30, 1989,
Commission public meeting.

M. B. Congdon
L. O. Huss
C. L. Best
E. A. Nelson
L. D. McDonald
G. D. Tingey

PENNY = original



PNB is a public utility in Oregon, as defined by
ORS 757.005, which provides telecommunications service to
or for the public. PNB and U S WEST Direct are affiliated
interests under ORS 757.015(3) because U S WEST, Inc., Wholly
owns the voting securities of U S WEST Communications Group,
Inc., which owns PNB. U S WEST, Inc., also wholly owns U S
WEST Marketing Resources Group, "Inc., which wholly owns U S
WEST Direct. An organizational chart showing these
relationships is attached.

Jurisdiction

A-6 ATTACHMENT A

ORDER NO.

The Proposal

By letters dated December 12, 1988, PNB and U S WEST
Direct attempted to agree between themselves to an extension
of the 1987-88 Publishing Agreement. The changes to the
1987-88 Publishing Agreement described in the December 12
letters are that the agreement will be continued on a
month-to-month basis, subject to an 18-month notice of
cancellation or termination by either party, and that the
publishing fees provided for in Exhibit B of the 1987-88
Publishing Agreement will cease.

'. OPI19ION

In approving the 1987-88 Publishing Agreement
in Order No. 88-488, the Commission determined that the
PUblishing Agreement is a proposal by PNB to transfer
something of value to U 5 WEST Direct and that, con
sequently, the transaction is subject to ORS 757.480.
ORS 757.480 provides, in pertinent part:

(1) No public utility doing business
in Oregon shall, wlthout first obtaining
the Commission's approval of such trans
action: <a> Sell, lease, assign or other
wise dispose of the whole of the property
of such public utility necessary or useful
in the performance of its duties to the
public or any part thereof of a value in
excess of $10,000, or sell, lease, assign
or otherwise dispose of any franchise,
permi t or right to maintain and operate "
such public utility or public utility
property, or perform any service as a
public utility:

* * * *
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A-7 ATTACHMENT A

ORDER NO. 8 9 - 1 0 44

(2) Every such sale, lease, assign
ment, mortgage, disposition, encumbrance,
merger or consolidation made other than
in accordance with the order of the
Commission authorizing the same is void.

The proposed extension of the publishing agree
ment, just like the publishing agreement involved in Order
No. 88-488, constitutes the transfer of intangible assets,
namely,. the right to publish directories on behalf of PNB and
to benefit from the directories' use as an advertising medium,
including the ability to use the PNB name, logo, and similar
indicia of PNB's reputation in the marketing of the direc
tories. Inasmuch as this transfer was attempted and agreed
to without prior Commission approval, this transaction is void
under ORS 757.480.

The legal consequences that follow from the fact that
the extension of the publishing agreement between PNB and U S
WEST Direct is void are:

1. As of January 1, 1989, there is no effective
transfer from PNB to U S WEST Direct of the intangible assets
relating to directory publishing. PNB, therefore, retains
those assets. Consequently, U S WEST Direct has no right as
of January 1, 1989: to publish a directory on behalf of PNB;
or to use the official directory of the local exchange company
as an advertising medium or in any other commercial manner; or
to obtain any benefit from PNB's reputation or PNB's status as
a local· exchange carrier. Nor does U S WEST Ditect have the
right to utilize the names, addresses, or telephone numbers of
PNB local exchange customers for any similar purpose. There
fore, since no pUblication of this type may be lawfully under
taken by U S WEST Direct, all revenues received as a result of
any unlawful publication may be considered revenue to PNB for
ratemaking purposes.

2. As a local exchange company in Oregon, PNB
still has the obligation to pUblish directories. Neither
the attempted extension of the publishing agreement between
PNB and U S WEST Direct, nor the attempted withdrawal of
the application for PUC approval of the extension of the
publishing agreement, has absolved PNB of the obligation
to publish directories.

..'
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Since the contract has not been approved for the
years after 1988, the letter agreement is void and PNB is
directed to terminate its present relationship with U S WEST
D~rect for directory publication. PNB is further directed to
reacquire, on terms approved by the Commission, the directory
publishing assets previously transferred to U S WEST Direct
through Landmark Publishing Company, pursuant to Co~ission

Order Nos. 84-266 (Commission Docket UP 9) and 84-267
(Commission Docket U1 9). PNB 1S also directed to resume
publishing its directories for intrastate Oregon. To ensure
that ratepayers are not harmed, PNB is required to keep an
accounting of all expen~es incurred in complying with these
directives to ensure that these changes take place at PNB's
expense and not that of PNB's ratepayers.

A-8 ATTACHMENT A

ORDER NO.

From January 1, 1989, and until PNB has reacquired
the publishing assets at issue and is publishing its own
directories, the Commission will presume that PNB's local
exchange revenues include either the entire profits of U S
WEST Direct from Oregon related directory publication, or the
amount determined attributable to PNB's directory publications
in Commission Docket UT 85 as adjusted for inflation, which
ever is higher.

Since no publishing agreement has been approved, it
is not consistent with the public interest to approve the
ancillary Public Pay Station Agreement.

IT IS THEREFORE ORDERED:

1. The Publishing Agreement after 1988 is void under
ORS 757.480(2), and Pacific Northwest Bell is
directed to terminate its present relationship
wi tlJ U S h"EST Oi rect.

2. Pacific Northwest Bell is further directed to
reacquire the directory publishing assets
previously transferred to U S WEST Direct through
Landmark Publishing Company, pursuant to
Commission Order Nos. 84-266 (Commission
Docket UP 9) and 84-267 (Commission Docket UI 9).

3. Pacific Northwest Bell is directed to resume
pUblishing its directories for intrastate Oregon
and to preserve for its own use all benefits
from its operations as a local exchange company,
including the right to publish the directory
of the company and to use the directory and
subscriber lists as an advertising medium.

-4-
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4. Without prior approval of the Commission,.Pacific
Northwest Bell shall not sell, transfer or make
available its lists of subscribers to any person,
including U S WEST Direct. In determining
whether to grant such approval, the Commission
will consider whether:

A-9 ATTACHMENT A

ORDER NO. 8 9 - J0 4 4

a. The proposed action constitutes the sale or
transfer of benefits which inure to Pacific
Northwest Bell's operations as a local exchange
carrier; and

b. The proposed sale or transfer would dilute or
dissipate the assets of Pacific Northwest Bell in
its operations as a local exchange carrier.

5. Pacific Northwest Bell shall keep an accounting
of all expenses incurred in complying with these
directives and ensure that these changes take
place at Pacific Northwest Bell's expense and
not that of the ratepayers.

6. Until such time as Pacific Northwest Bell
complies with all terms and conditions of this
order, Pacific Northwest Bell's recorded local
exchange revenues shall include either the entire
profits of U S WEST Direct from Oregon related
directory publications; or the amount determined
attributable to Pacific Northwest Bell's
directory pUblications in Commission DocketUT 85
as adjusted for inflation, whichever is higher.

7. The ancillary Public Pay Station Agreement is
disapproved.

RON EACHUS
Commissioner, Chair-.

lh/7207A

effective
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MYRON B. KATZ
Commissioner..
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A party may request hearing of this order pursuant to
ORS 756.515(5). A party may request reconsideration of
this order pursuant to ORS 756.561. A party may appeal
this order pursuant to ORS 756.580.
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In Order Nu. 89-1274, (September 28, 1(89). the Commission found that it
had jurisdiction over PNB's proposed abandonment of ATD service and business and
consumer list products.

At the April 6, 19K9, prehearing conference, PNB requested that the
jurisdictional issue be considered separately fmm the question of wllether PNB should be
permitted to ,Ibandon these services. The Hearings Officer granted the request. PNB
and st,lff filed stipulations of facts and brids.

On January 6. ]l.JK9. Pacific Nurthwest Bell Telephone Cumpany, db,t
U S WEST Communications (PNB) filed a notice of intent to abandon service pursuant
to OAR K60-32-020. PNB seeks to abandon its Address Telephone Directory (ATD)
service, also known as reverse directories, and business and consumer list products. In
Order No. 89-179 (Fehl1lalY 21, 1(89). tile Commission instituted this investigation and
ordered PNB not to abandon the provision of address telephone directories and business
and consumer Jist products until specifically authorized by the Commission.

90-1457
St: tJ (; .{ 1990

ORDER

ORDER NO.
ENTERED

INTRODlJCTION

ATTAC:EIMENT B

BEFORE THE PUBLIC UTILITY COMMISSION

OF OREGON

DISPOSITION: PETITION TO ABANDON DENIED

UM 22K

In the Matter of the Notice of PACIFIC
NORTHWEST BELL TELEPHONE
COMPANY db,l U S WEST COMMUNICA
TIONS to "bandon Address Telephune Direc
tories (ATD) and Business and Consumer List
Products services.
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On March 29, ] 990, Hemings Officer Leon Hagen heard this matter in
Sulem. Oregon. The following entered <lppearances:

For PNB:

Charles L. Best
Attorney
Portland. Oregon

For the Commission's staff:

Keith Kutler
Assistant Attorney General
Salem, Oregon

The parties filed their final briefs on June 4. 1990.

FINDINGS OF FACT

Address Telephone Directory

The Address Telephone Directory, also referred to us a reverse directory, is
a printed PNB publication which consists of non-confidential telephone subscriber names,
addresses. <ll1el telephone numbers listed by street address and telephone number. A "B"
precedes business listings. The directory also includes headings that identify buildings,
apartments, and monile home parks. ATD listings are gathered directly from PNB's
listing data base. ATD is not listed in the tariff. PNB has two ATDs: the Portland
ATD contains approximately 2U4,OOO listings and the Willamette Valley ATD contains
approximcltely IK2.000 listings. As of December 30, 1988, J, 737 customers purchased the
Portland ATD. and 455 customers purchased the Willamette Valley ATD.

PNB published the first Oregon ATD for Multnomah County in the 1940\
for internal use. ATDs were leaseel to customers on a demand basis. PNB published the
first Eugene ATD in ]985 and in September. ]987. it became the Willamette Valley
ATD.

PNB obtains the listings only because of its utility function within its service
area. Only PNB has tile most current dota base with the correct telephone numbers
available. As customers receive new telephone numbers, they are entered into PNB's
data hank.
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PNB L1id not market or publish a 19~1..) ATD. It supplied the 19~~ ATD on

request at a discount because the product was uateu.

In 19R9, U S WEST Marketing Resources Company (MRC), a PNB
affiliated company, entered the market for ATDs. Besides MRC, three other companies
in Oregon also market a product similar to ATDs: Hill-Donnelly Corp.. R. L. Polk anu
Co., anu Cole's Directory. While PNB no longer supplies current ATDs. it will supply
the "raw" listings for publication at $.50 per listing and updates for $.60 per listing.

PNB failed to respond adequately to questions concerning PNB's percent
age of the ATD market, the uate when MRC entereJ the Oregon market, why MRC
entereu the market in which PNB already had ,] presence. how many customers MRC
has, MRC's revenues anu expenses fur the services at issue. am.! PNB's revenues fur the
services at issue for 19R9.

Business and Consumer List Products

The husiness and consumer list products provide n(lme, address (Inu
telephone numher information sorted by zip code. area code and prefix. For business
lists only, PNB also proviues Stanuaru Inuustrial Classification on magnetic tape, paper,
Cheshire labels anu pressure sensitive labels. These products are not listed ill the tariff.

There are three basic types of lists: (I) consumer lists which include non
confidential residential subscribers, (2) business lists which contain non-confiuential
business subscrihers, and (3) hot line lists which identify new subscribers to either
residential or business non-confiuential access line service. PNB has offered these lists
since IY~S and they are generally used for Jirect marketing purposes via mail or tele
phone. PNB solu 110 Oregon lists in IYRK. PNB Jid not sell any business anu consumer
list prouucts in ]989.

A PNB affiliated comp;lI1y, U S WEST Marketing Resource Group
(MRG), mmketed business and consumer list products in 19~1..). MRG purchases PNB's
list upd<ltes and resells the lists to ;lffiliated companies and to others.

Several direct marketing, magazine and other companies make their own
client lists available for direct marketing purposes.

Financinl lmpnct of Trnnsferring Services from PNB

The following wble shows the revenues and expenses for ATD and list
services for 19RR:
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